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FISCAL IMPACT STATEMENT

L S 6803 DATE PREPARED: Feb 27, 2001
BILL NUMBER: HB 2085 BILL AMENDED: Feb 26, 2001

SUBJECT: COLA for State Police Retirees.

FISCAL ANALYST: James Sperlik
PHONE NUMBER: 232-9866

FUNDSAFFECTED: X GENERAL IMPACT: State
X DEDICATED
FEDERAL

Summary of L egislation: (Amended) Thishill: 1) providesacost of living adjustment (COLA) to members
of the 1987 State Police Benefit System who retired or were disabled after July 1, 1987, and before July 2,
2000, who are at least 60 years of age. It providesthat the COLA isequal to the lesser of 2% or the amount
by which the pension benefits received by atrooper retiring July 1, 2001, with 25 years of service exceeds
the member's monthly benefit.

2) provides that a member is not entitled to a COLA if the member's pension benefits exceed the pension
benefitsreceived by atrooper retiring July 1, 2001, with 25 yearsof service. It providesthat aretired member
of the State Police Pre-1987 Benefit System becomes eligible for the basic supplemental pension benefit if
the member has at least 10 years of service with the State Police Department.

3) providesthat the amount of the supplemental pensionisequal to 50% of thetotal increase occurring after
the retiree's retirement date in the pension benefits to be received by an employee retiring from the
Department with 25 years of service.

4) provides that the maximum supplemental pension benefit that aretired member of the State Police Pre-
1987 Benefit System may receive is 100% of the total increase occurring after the retiree's retirement date
in the pension benefits of employees who retire with 20 years active service.

5) provides a COLA to retired or disabled members of the State Police Pre-1987 Benefit System.
Effective Date: July 1, 2001.

Explanation of State Expenditur es: (Revised) The estimated fiscal impact of thisbill isshowninthetable
below:
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Increasein Fiscal Increasein Supplemental

Unfunded Liability  Year Benefits Payable
$22.77 M 2002 $143,700
2003 $243,200
2004 $286,200
2005 $346,400
2006 $429,400

Thefunds affected arethe State General Fund (50%) and the M otor V ehicle Highway Account (50%). These
funds support the State Police pension plans equally.

Background and Assumptions: (1) This provision grantsa Cost of Living Adjustment (COLA) to members
of the 1987 State Police Benefit System who retired or were disabled after July 1, 1987, and before July 2,
2000, who are at least 60 years of age. It providesthat the COLA isequal to the lesser of 2% or the amount
by which the maximum monthly salary paid to a state police employee in the rank of trooper exceeds the
member'smonthly benefit. It hasbeen assumed that thisincreaseisaone-timeincreaseto current retiresonly
and not an on-going cost of living adjustment.

(2) Thisbill provides that aretired member of the State Police Pre-1987 Benefit System becomes eligible
for the basic supplemental pension benefitif the member hasat |east 10 yearsof servicewith the State Police
Department. Thissection reducesthe servicerequirement for supplemental benefitsfrom20yearsto 10 years
for members of the Pre-1987 Plan retiring after June 30, 2001.

(3) Thehill also providesthat the amount of the supplemental pensionis equal to 50% of the total increase
occurring after the retiree's retirement date in the pension benefits to be received by an employee retiring
from the Department with 20 years of service.

(4) Thisprovision states that the maximum supplemental pension benefit that aretired member of the State
Police Pre-1987 Benefit System may receive is 100% of the total increase occurring after the retiree's
retirement date in the pension benefits of employees who retire with 20 years active service.

Sections 3 and 4 change the calculation of the supplemental benefit from a percentage of the difference
between the current 20-year benefit and the member's original benefit to a percentage of the difference
between the current 20- year benefit and the 20-year benefit at the member's date of retirement. Thischange
will apply to all retirees.

NOTE: Sections 2, 3, and 4 have been read together for members of the Pre-1987 Plan retiring after June 30,
2001, to mean that the percentage of the benefit increase that is applied to a member's benefit starts at 50%
for aretiree with 10 years of service and increases by 5% per year so that aretiree with 20 years of service
receives 100% of the increase.

(5) This section provides a COLA to retired or disabled members of the State Police Pre-1987 Benefit
System. Thisisaone-time COLA increase of 2%, 3%, or 4%, (depending upon retirement date) to members
who retired or became disabled before July 2, 2000.
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NOTE: It wasassumed for the Pre-1987 Plan that the salary of athird year trooper increases annually by 6%.
The supplemental benefit is based on this figure. It has been assumed that the supplemental benefits of
current retireesincrease by slightly less than 6% annually. Also, it is anticipated that the annual increasein
supplemental benefits will be greater than the additional increase provided by part 5 of the bill for most
retired members of the Pre-1987 Plan.

Explanation of State Revenues:

Explanation of L ocal Expenditures:

Explanation of L ocal Revenues:

State Agencies Affected: State Police.

L ocal Agencies Affected:

I nformation Sour ces: Doug Fiddler of McCready & Keene, Inc., actuariesfor the State Police Plans, 849-
4333.
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